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Cover Photo 


The front cover photo shows 
TransAlta’s Horseshoe hydro- 
electric dam in 1911, the year the 
company began operations. In 
1986, TransAlta celebrated 75 years 
of providing safe, reliable electric 
service to customers at the lowest 
possible cost. 


Shareholders’ Meeting 


Shareholders are invited to attend 
the Annual Meeting to be held at 
10:00 a.m. on May 8, 1987 at the 
Palliser Hotel, 133 - 9th Avenue 
S.W., Calgary, Alberta. If you are 
unable to attend, please complete 
and return your proxy to assure 
representation at the meeting. 


Financial 
Statistical Summary 


A summary providing additional 
financial information on TransAlta 
Utilities over a ten-year period, 
including supplementary information 
on the effects of changing prices, 
is available on request from: 

The Treasurer 

TransAlta Utilities Corporation 

Box 1900 

Calgary, Alberta T2P 2M1 

Telephone (403) 267-7253 
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Financial 
Highlights 


Annual 
Growth 
1977-1986 
Earnings Statement (in millions) 1986 1985 % 
Gross revenue $915.5 $836.0 173 
Operating deductions 581.1 524.5 ike 
Allowance for funds used during construction 61.4 Zo. YAU Rs) 
Earnings before financing charges 285.6** 404. 0** vel 
Net earnings applicable to common shares Sear 130/98" bys 
Financial Position (in millions) 
Property account $3,304.0 $3,215.0 14.2 
Investments 186.3 B20) 40.6 
Capitalization Seles 3,298.7 EZ 
Common shareholders’ equity 1,269.8 130350 iie4 
Cash Flows (in millions) 
Cash from operations $194.8 $151.1 1231 
Additions to property 236.5 254.8 51d 
Long term financing (17.6) 109.1 
Other Statistics 
Earnings per common share 
Before unusual item $2.71 $2.95 8.9 
After unusual item $0.81 $2.78 3.0 
Dividends declared per common share $1.72 $1.62 1057 
Book value per common share $18.97 $19.93 8.3 
Return on common shareholders’ investment 
Before unusual item 13.9% 152% (0.1) 
After unusual item 4.2% 14.4% (5.9) 
Employee positions 2021 2,496 2h 
Customers (thousands) 584.4 aifaee) out 
Electric energy sales (millions of kWh) 18,597 18,248 7.8 
Generating capability (MW) 4,293 4,110 5.7 


* Before unusual items of $125 million in 1986 and $11 million in 1985 and extraordinary item 


in 1982. 
** After unusual item. 


Report to 
Shareholders 


The year 1986 marked TransAlta Utilities’ 

75th year of operations, an important milestone 
in the Corporation’s development. It was a 
time to reflect on past experiences and progress, 
and to contemplate how they can best guide 

us to continued success in the future. 

Although 1985 was a welcome year of 
stability and recovery, 1986 was a year of 
economic uncertainty in Alberta. This uncer- 
tainty was principally the result of a decline in 
prices in the petroleum and agriculture industries, 
both key sectors of the province’s economy. 

Under such conditions, TransAlta’s goal of 
providing safe, reliable electric service to cus- 
tomers at the lowest possible cost entails an 
even greater emphasis on productivity and flex- 
ibility, to permit a quick and effective response 
to changes in the market and regulatory environ- 
ments. Decreases in the cost of financing 
and the ongoing pursuit of improved productiv- 
ity were key factors that enabled us to remain 
competitive with other energy sources in spite 
of the changes in the energy industry during 
the past year. 

TransAlta realized growth in energy sales 
of 1.9 per cent, less than the previous year, 
when growth in sales was 6.9 per cent. This 
decrease was primarily due to lower industrial 
activity and an unusually warm winter. Pros- 
pects for the year ahead are for a growth rate 
in energy sales of 4.7 per cent. 


Dividends show increase 


TransAlta increased the quarterly common 
share dividend to $0.46 from $0.42 commencing 
January 1, 1987. 

Earnings per share were $2.71 in 1986 
compared to $2.95 in 1985, both stated before 
unusual items. After unusual items the earnings 
were $0.81 and $2.78 respectively. The lower 
earnings in 1986, before unusual item, arise 
largely from reduced equity income from invest- 
ments in Canadian Utilities Limited and Canada 
Northwest Energy Limited. The reduction in 
income from Canadian Utilities arises from fewer 
shares owned by the Corporation as a result 
of the exercise of warrants and, as previously 
reported in the Corporation’s interim reports, 


recording only dividend income on this invest- 
ment in 1986. The Canada Northwest Energy 
investment income reduction is caused by the 
impact of lower petroleum prices in the 
industry. 

The unusual item in 1986 relates to the 
investment in Canada Northwest Energy by 
TransAlta Resources Corporation. The reduc- 
tion in the carrying cost of the Corporation’s 
equity investment in Canada Northwest Energy 
by $125 million was made to reflect the signifi- 
cant decline in petroleum prices which has 
adversely affected the petroleum industry. 
TransAlta remains confident that the longer 
term prospects for Canada Northwest Energy 
are positive. 

Earnings applicable to common shares 
before unusual item provided a return of 13.9 
per cent on average common shareholders’ 
investment of $1,283 million. 


Plant scheduling 


In June 1986, TransAlta, in conjunction with 
Alberta Power Limited, officially opened the 
Sheerness coal-fired generating plant near Hanna, 
approximately 240 kilometres northeast of 
Calgary. It is the first generating plant in Can- 
ada to be built as a joint venture between two _ 
investor-owned utilities. 
TransAlta seeks to ensure that the develop- | 
ment of new facilities is carefully timed to 
protect consumers of electricity from paying | 
for facilities before they are needed. Accordingly, | 
only one generating unit at Sheerness has 
been completed and brought into service. A 
second unit, which had been under construction, 
has been deferred. On the other hand, the 
commissioning date for a generating unit at 
Edmonton Power’s Genesee Plant is still set for 
October 1989. According to our best load 
forecasts, the Genesee unit will probably not be; 
needed until 1990 at the earliest, or as late as | 
1992. Under the cost equalization process of 
the Alberta Electric Energy Marketing Agency, | 
the costs of electrical generation and transmis- 
sion of TransAlta, Alberta Power and Edmon-_ | 
ton Power are shared by the customers of 
these utilities. Thus, we are concerned that 


| 
| 
| 


the cost of Genesee may be passed on to our 
customers before the plant’s capacity is fore- 
seen to be needed. 


British Columbia interconnection’s 
first year successful 


The 500-kilovolt interconnection with British 
Columbia presents important opportunities for 
Alberta/B.C. system integration. In the inter- 
connection’s first year of operation, it has 
improved the reliability of both electric systems. 
In addition, energy exchanges have benefited 
consumers in Alberta and British Columbia. 
Access to the transmission network of the west- 
ern United States through the interconnection 
offers the potential for exporting off-peak energy. 


Responding to economic changes 


In the 1970s, Alberta enjoyed a period of 
economic expansion, driven largely by dramatic 
increases in the prices of petroleum and natu- 
ral gas. During this period, TransAlta experi- 
enced annual growth in electrical demand of 
between 5 and 15 per cent. This required us to 
concentrate on building a power system that 
was capable of supplying our customers’ rapidly 
growing needs. 

In 1982, the combination of the Federal 
Government’s National Energy Program, 
weakening world oil prices and the beginning of 
a worldwide recession resulted in a serious 
downturn in the Alberta economy. Just as the 
province appeared to be emerging from this 
downturn, market forces dramatically reduced 
the price of petroleum, which caused uncer- 
tainty and stalled provincial economic growth. 

We continue long-range planning in all 
areas, including new generating technologies. 
However, with the current lower rate of growth 
in demand for electricity for the near future, 
less emphasis is required on new plant 
construction, allowing even greater emphasis on 
enhancing operational efficiency. Expenditures 
for construction amounted to $236.5 million in 
1986, compared to $254.8 million in 1985, and 
$306.5 million in 1984. In 1987, the Corporation 
plans to spend $177.9 million on construction. 


Corporate expansion policy 


TransAlta’s first 75 years of operation have 
seen the Corporation strive for, and win, a 
large share of the energy market in Alberta. 
Now, energy substitution, low oil and natural 
gas prices and changes in regulation may 
substantially change the operating conditions 
and the market for all energy services, includ- 
ing electricity. TransAlta is well-positioned to 
act in a timely way in the interests of its 
customers and shareholders. 

Through TransAlta Resources Corporation, 
we have taken important steps to identify where 
our strengths and expertise can be applied 
most advantageously. TransAlta Resources’ invest- 
ment in Canada Northwest Energy provides 
important knowledge of the oil and gas industry 
and its markets. TransAlta Energy Systems 
has established a presence in the highly competi- 
tive energy services market across Canada. 
The acquisition and development of an impor- 
tant new technology designed to reduce acid- 
rain-causing emissions from power plants pro- 
vide an opportunity to participate in emerging 
energy developments. Keyword Office Techno- 
logies filled out its product line to cover the full 
computer spectrum during 1986. 


Regulatory trends 


TransAlta’s activities are regulated by various 
government bodies. There is a possibility of 
changes in regulation that would pose the 
prospect of some fundamental changes in the 
way TransAlta does business. There is a trend 
in the United States towards increased competi- 
tion that is evident in changes in the regula- 
tory environment, and this trend may affect 
Canada. The Corporation has positioned itself 
for a broad range of market and regulatory 
developments. 


Productivity remains a priority 


To minimize production costs, TransAlta contin- 
ues to pursue increased productivity in all its 
operations. Employees are encouraged to make 
improvements in productivity and quality of 
service through training programs, a team 


ee 


approach to problem solving and recognition 
for excellence. Development of computerized 
systems also assists employees in achieving 
higher standards of efficiency and customer 
service. As a result of this emphasis on 
productivity, the number of employees remains 
relatively constant, while the Corporation’s 
total electric energy output continues to rise. 


Risk management controls insurance costs 


The cost of insurance, especially liability insurance, 
has risen steeply in the last few years. In 
response to increasing premiums and lack of 
insurance availability, a program of active risk 
management has been implemented. TransAlta’s 
risk management program is monitored by a 
senior management committee and the Risk 
Management Committee of the Board of 
Directors. 


Corporate reorganization for a changing 
operating environment 


To respond promptly and effectively to a 
rapidly changing and more competitive environ- 
ment, a more variable growth rate and changing 
regulatory conditions, TransAlta places strong 
emphasis on strategic management. We moved 
in 1986 to further develop our corporate organiza- 
tion by making the generation and transmission 
functions more independent through the appoint- 
ment of senior vice-presidents in each area. 

Walter Saponja has been appointed Senior 
Vice-President, Generation, with responsibility 
for the planning, design, construction, opera- 
tion and maintenance of the Corporation’s fuel 
supply and generation system. 

Walter Nieboer has been appointed Senior 
Vice-President, Transmission, with responsibil- 
ity for planning, design, construction, operation 
and maintenance of the Corporation’s transmis- 
sion system. 

A second strategic thrust of the reorganiza- 
tion has been to place greater emphasis on 
research and development of new technology. 
William L. Fraser, Senior Vice-President, has 
assumed responsibility for the development of 
a new technology that has the potential to 
reduce sulphur and nitrous oxide emissions, at 
a substantially lower cost than existing technology. 


Edward J. Barry has been appointed Vice- 
President, Research, with responsibility for ini- 
tiating and recommending technological innova- 
tions, and for negotiating major inter-utility and 
coal acquisition agreements. Mr. Barry has 
also been appointed President of TransAlta Fly 
Ash Ltd., which markets fly ash, a by-product 
of the combustion of coal. 


New director appointed 


In August 1986, Louis D. Hyndman, Q.C., 

was appointed to TransAlta’s Board of Directors. 
A senior member of the law firm Field & 

Field, Mr. Hyndman served as Provincial 
Treasurer, Minister of Federal and Intergovern- 
mental Affairs, and Minister of Education in the 
Alberta Government between 1971 and 1986. 


Employees celebrate 75th anniversary 


Throughout TransAlta Utilities’ 75 years of 
operations, in good economic times and bad, 
employees have contributed greatly to the 
success of the Corporation. Accordingly, most 
events commemorating the 75th anniversary 
focused on employees, who celebrated in a 
wide variety of ways, participating in community 
parades, fairs, and employee and community 
social gatherings. A historical review of the 
Corporation, entitled “75 Years of Progress”, 
was produced, documenting TransAlta’s growth, 
with special attention to the contribution of 
employees. Also in honour of this special 
anniversary, a colourful display, presenting an 
overview of the Corporation’s history and 
major achievements, was mounted at the Energy 
Resources Conservation Board’s energy museum 
“Energeum” in Calgary. 

The Board of Directors appreciates the 
contributions of employees and advisory boards 
to the Corporation’s continued success during 
a difficult year. On behalf of the Board, I am 
pleased to submit this report. 


M. M. Williams 
Chairman of the Board 
and Chief Executive Officer 


February 13, 1987 


Corporate 
Profile 


TransAlta Utilities Corporation, 
incorporated under the laws of 
Canada and continued by Arti- 
cles of Continuance under the 
Canada Business Corporations 
Act on May 3, 1979, is the 
largest investor-owned elec- 
tric utility in Canada and oper- 
ates in the province of Alberta. 
TransAlta Utilities has been 
engaged in the production and 
sale of electric energy in the 
province since 1911. In 1986, 
the Corporation produced 81 
per cent of the electricity 
generated by utilities in Alberta. 


Seventy-five years of 
reliable service 


Before 1911, when TransAlta 
began operating (under the name 
Calgary Power Company, 
Limited), many Alberta commu- 
nities had no electric service. 
Others were provided with mini- 
mal service by small, indepen- 
dent plants that often supplied 
only the local hotel and a few 
other businesses — and often 
only in the evening. 


The promise of large-scale, 
central-station-generated elec- 
tricity for Albertans began with 
the surveying and subsequent 
construction of Calgary Power’s 
first hydro plant at Horse- 
shoe Falls, upstream from Cal- 
gary on the Bow River. In 
May 1911, the Horseshoe hydro- 
electric plant supplied its first 
electric power to the City of 
Calgary. 


Since then, TransAlta Utilities 
has developed a tradition of 
customer service, excellence 
and value, which has kept the 
Corporation strong through 


good years and lean, enabling 
it to meet its goal of supplying 
safe, reliable electric service 
to Albertans at the lowest pos- 
sible cost. 


Generation is based on coal 


TransAlta owns and operates 
three coal-fired generating plants 
and 13 hydroelectric plants. 

A fourth coal-fired plant, Sheer- 
ness, is jointly owned with 
Alberta Power Limited. Total 
nominal net generating capabil- 
ity, including TransAlta’s share 
of Sheerness, is 4,293 mega- 
watts. The operations of the 
plants are combined to achieve 
minimum overall cost of power: 
the large coal-fired units sup- 
ply the base or continuous load, 
while the hydroelectric plants 
provide additional electric energy 
requirements, particularly dur- 
ing peak load periods. 


A continued commitment 
to reclamation 


Since 1962, TransAlta has pro- 
vided most of its own fuel 
requirements. It owns and oper- 
ates two large coal mines 
which together produced 14.1 
million tonnes in 1986. Since 
the early 1960s, the Corpora- 
tion has been active in reclama- 
tion activities and to date has 
successfully reclaimed 971 hec- 
tares (2,398 acres) of land. 


500-kilovolt interconnection 
with British Columbia 
begins service 


TransAlta owns more than 
69,000 kilometres (42,000 miles) 
of transmission and distribu- 
tion lines. The transmission 


system is interconnected with 
all major generating plants in 
Alberta and, through the 500- 
kilovolt transmission line inter- 
connection, with the electric 
system in British Columbia. 
The B.C. interconnection, which 
began operation in January 
1986, also indirectly connects 
TransAlta’s system with elec- 
tric utilities in the western 
United States. 


Subsidiaries 


In addition to TransAlta Re- 
sources, TransAlta Utilities holds 
investments in three other 
operating subsidiaries. Farm 
Electric Services Ltd. is a 
non-profit entity that designs, 
constructs, operates and main- 
tains, at cost, electric distribu- 
tion systems owned by co- 
operative rural electrification 
associations. TransAlta Fly 
Ash Ltd. processes and sells 
fly ash, a by-product of the 
combustion of coal, gathered 
at TransAlta Utilities’ coal- 
fired generating plants. Kanelk 
Transmission Company Lim- 
ited owns facilities that pass 
through British Columbia in 
order to interconnect two por- 
tions of TransAlta’s transmis- 
sion system: the Bow River 
hydroelectric system and south- 


western Alberta. Kanelk derives — 


its revenue from the transmis- 
sion of electric energy over 
such facilities for TransAlta 
and provides a transmission 
service to some B.C. Hydro 
customers in British Columbia. 
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Generation 


Energy sales rise marginally 


Peak demand for the winter 

of 1986-87 was 3,103 mega- 
watts, compared to 3,126 mega- 
watts for the previous winter. 
The reduced demand is attribut- 
able to an unusually mild win- 
ter in the service area. Elec- 
tric energy sales to TransAlta’s 
customers were 18,597 million 
kilowatt-hours in 1986, an 
increase of 1.9 per cent over 
1985. Province-wide economic 
uncertainty had a major influ- 
ence on sales. 


Demand from other 
utilities increases 


As the lowest-cost producer of 
electric power in Alberta in 
1986, TransAlta was able to 
sell an additional 4,625 million 
kilowatt-hours to other electric 
utilities in the province. As a 
result, the Corporation pro- 
duced 25,604 million kilowatt- 
hours, or about 81 per cent of 
the electric energy consumed 
by utility customers in the prov- 
ince in 1986. TransAlta, to- 
gether with Alberta Power Lim- 
ited and Edmonton Power, 
sold some 247 million kilowatt- 
hours out of the province in 
1986 through the British Colum- 
bia interconnection, while 65 
million kilowatt-hours were 
purchased. In addition, 278 
million kilowatt-hours were 
exchanged between the two 
provinces. 


Capital expenditures 


Total construction expenditures 
for new generation facilities, 


environmental and mining equip- 
ment in 1986 were $83.8 
million, compared to $109.9 
million in 1985. Although such 
expenditures for 1987 are ex- 
pected to be somewhat lower, 
they will still amount to approxi- 
mately $59.5 million. 


Coal production increases 


TransAlta is the largest coal 
producer in Canada, in terms 
of tonnes of coal produced. 
During 1986, the Corporation’s 
Highvale and Whitewood Mines 
produced a total of 14.1 mil- 
lion tonnes. The Highvale Mine 
produced 11.8 million tonnes 
to fuel the Sundance and Keep- 
hills Generating Plants. The 
Whitewood Mine, north of 
Wabamun Lake, produced 2.3 
million tonnes to supply the 
Wabamun Generating Plant. 
TransAlta’s 50 per cent share 
of the coal consumed at the 
Sheerness Plant amounted to 
508,000 tonnes. All of Trans- 
Alta’s coal is extremely low in 
sulphur content, averaging less 
than 0.3 per cent. Other coals 
currently used for power gen- 
eration elsewhere in Canada 
have sulphur contents as high 
Asano Decent. 


Costs of reclamation 
reduced 


Great care is taken to reclaim 
the land at TransAlta’s mines 
after mining is complete. Pre- 
viously, Alberta Environment 
regulations required the sal- 
vage and replacement of 1.7 
metres of soil in order to 
sustain agricultural crops on 
reclaimed land. During 1986, 
TransAlta successfully demon- 


strated to Alberta Environ- 
ment that only 0.55 metres of 
soil salvage and replacement 
is necessary. This change re- 
sulted in a significant reduction 
in TransAlta’s reclamation costs 
in 1986. 


In 1986, the Corporation 
reclaimed 66 hectares (163 
acres) of mined land, bringing 
the total amount of land re- 
claimed to date to 971 hec- 
tares (2,398 acres). Most of 
the reclaimed land has been 


TransAlta produces almost one-quarter 
of all coal mined in Canada 


In terms of production, 
TransAlta’s mines constitute 
the largest coal mining 
operation in Canada, producing 
24.3 per cent of all coal 
mined in the country. 


Coal is TransAlta’s primary fuel 
(generation by fuel source in millions of kWh) 
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returned to agricultural pro- 
duction, while some of it has 
been turned into a wildlife 
reserve. 


Sheerness plant example 
of inter-utility cooperation 


On June 20, 1986, TransAlta, 
together with Alberta Power 
Limited, officially opened the 
Sheerness coal-fired plant near 
Hanna. A spirit of co-operation 
has led to the first generating 
plant in Canada built as a joint 
venture between two investor- 
owned utilities. The plant, which 
has been in commercial opera- 
tion since January 1986 with 
Alberta Power as managing 
owner, produced 1,655 million 
kilowatt-hours of electricity 
during the year. 


Coal for the Sheerness plant 

is provided by the Montgom- 
ery Mine, owned and oper- 
ated by Manalta Coal Ltd. Addi- 
tional coal will be supplied by 
Luscar Ltd. when a second 
generating unit is brought into 
service. During 1986, the Mont- 
gomery Mine provided more 
than one million tonnes of coal 
to Sheerness. 


Hydro plant improvements 


During 1986, TransAlta com- 
pleted improvements to the 
Bearspaw hydroelectric gener- 
ating development. Similar im- 
provements are underway at 
the Cascade development. Addi- 
tional improvements are planned 
for the Ghost development, 
which will require a seasonal 
work schedule through to 1989 
to complete. These three hydro 
facilities are located on the 


Bow River system upstream 
from Calgary. The improve- 
ments will lengthen the life of 
the facilities and improve their 
ability to accommodate large 
floods, in accordance with 
recently revised provincial 
guidelines. 


Economic changes affect 
load forecasting and plant 
scheduling 


Uncertainty about future elec- 
tric energy requirements led 
to a range of forecasts in 1986 
by the Electric Utility Plan- 
ning Council, a co-ordinating 
group made up of representa- 
tives from the province’s elec- 
tric utilities. TransAlta’s view 
is that additional deferment of 
all generating units now under 
construction in the province 
should be examined in light of 
need. Under the Alberta Elec- 
tric Energy Marketing Agency, 
the costs of generation and 
transmission of TransAlta, 
Alberta Power, and Edmonton 
Power are shared by the cus- 
tomers of these utilities. To 
bring a generating unit on- 
stream before it is projected to 
be needed would impose an 
unnecessary burden on utility 
customers throughout the 
province. TransAlta makes 
every effort to protect its 
customers from unnecessary 
rate increases through the 
Public Utilities Board hearing 
process for determining costs. 


Coal gasification research 
continues 


Research into the coal gasifica- 
tion combined cycle power 
plant continues. The process, 


which involves turning coal 
into gas to fuel combustion 
turbines, promises potential 
benefits such as increased effi- 
ciency and reduced environ- 
mental impact. In addition, 
because coal gasification com- 
bined cycle can be staged, 
smaller generating units requir- 
ing shorter lead times can be 
built, allowing greater flexibil- 
ity to match generating capac- 
ity with load growth. The 

next step in evaluating the feasi- 
bility of the coal gasification 
process is the testing of Trans- 
Alta coal at a U.S. test site. 


Transmission and 
Distribution to 
Customers 


Capital expenditures 


Construction expenditures for 
transmission, distribution, sub- 
station and other equipment 
totalled $152.7 million in 1986, 
compared to $144.9 million in 
1985. In 1987, such construc- 
tion expenditures to connect 
new customers and maintain 
reliability are expected to total 
approximately $118.4 million. 


Major connection 
completed and operating 


Durning its first full year of 
operation, the 500-kilovolt trans- 
mission line from the Calgary 
area to the Phillipps Pass con- 
nection with British Columbia 
Hydro’s system has proven to 
have several advantages. As 
demonstrated during the major 
snowstorm in Alberta in May, 
the 210-kilometre line improves 
system reliability by providing 
mutual assistance in time of 
emergencies. It also allows 
both the Alberta Interconnected 
System and B.C. Hydro’s sys- 
tem to realize overall operating 
economies through energy 
exchanges. For example, coal- 
produced energy generated in 
Alberta during periods of lower 
demand can be delivered to 
B.C., displacing hydro-generated 
energy and, in effect, storing 
energy in B.C.’s reservoirs. 
This stored energy can be 
returned to Alberta later, dur- 
ing periods of higher demand. 
On the other hand, surplus 
hydro energy generated in 


B.C. during the run-off period 
can be delivered to Alberta to 
displace coal-produced energy, 
thereby storing energy in 
Alberta. The results are in- 
creased efficiency, reliability 
and cost savings for both 
systems. 


Demand for electricity for 
irrigation continues to grow 


TransAlta continues to experi- 
ence growth in demand for 
electricity for imigation in south- 
ern Alberta. In 1986, irrigation 
demand stood at 153 mega- 
watts, a 40.4 per cent increase 
over demand in 1985. Expecta- 
tions are that energy growth 
for irrigation will amount to 
approximately 22.6 per cent 
over the next year. 


New industrial customers 


Industrial sales of electricity 
grew by 2.8 per cent during 
1986. Significant new custom- 
ers included the Chevron 
natural gas reprocessing plant 
at Kaybob, and the Blue Ridge 
lumber mill. 


Wind power study continues 


TransAlta continues to study 
the operation of small power 
producers in its service area, 
collecting information on their 
interaction with TransAlta’s elec- 
tric system and with the 
Alberta Interconnected System 
as a whole. Six interconnec- 
tions between small power pro- 
ducers and TransAlta currently 
exist, two of which were added 
in 1986. A modified banking 
system was introduced, which 
allows the producer to store 


electricity in TransAlta’s sys- 
tem during the winter for 
withdrawal and use the follow- 
ing summer. 


Wind generators connected to 
the TransAlta system gener- 
ated a total of 188,000 kilowatt- 
hours in 1986, of which 140,000 
kilowatt-hours were used by 
the producers, and 48,000 
kilowatt-hours were sold to 
TransAlta. 


The Corporation is providing 
technical assistance to poten- 
tial small power producers in 
its service area. TransAlta 
believes that the economic 
potential of wind generation 

in particular is limited in Alberta 
by the variable nature of the 
power source; however, studies 
are currently underway to 
determine where wind genera- 
tion might be applicable. 


Contracts for rural service 


Rural Electrification Associa- 
tions (REAs) in TransAlta’s 
service area have a choice of 


optional terms, since the intro- 
duction of the new master 
contract in 1985. To date, 33 
REAs have signed the new 
contract, while 55 have pre- 
ferred to remain under the 

old contract. 


A Joint Review Committee, 
withrepresentatives from Trans- 
Alta, Alberta Power and those 
REAs that have signed the 
new master contract, has been 
established to deal with any 
administrative issues that may 
arise. 


industrial customers are the largest 


users of energy 


0.3% 
5% 


Per Millions 
cent of kWh 
44 Industrial 8,215 
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When an unprecedented snowstorm struck southern 
Alberta in May 1986, TransAlta employees and contrac- 
tors responded with outstanding effort to restore 
electric service to all customers affected. 


People and 
Productivity 


Response to storm shows 
employee commitment 


In May 1986, TransAlta’s trans- 
mission and distribution system 
was hit by an unprecedented 
snowstorm that destroyed 110 
steel towers, 300 wood trans- 
mission structures and more 
than 3,000 distribution poles. 


Working long hours under diffi- 
cult conditions, TransAlta 
employees demonstrated their 
commitment to the Corpora- 
tion’s long-standing values of 
dedication to customer ser- 
vice, professional excellence, 
teamwork, safety, social re- 
sponsibility and concern for 
the communities we serve. 


The outstanding effort of em- 
ployees throughout the Cor- 
poration lessened the effects 
of the storm by restoring power 
as quickly as possible to thou- 
sands of consumers throughout 
a large part of the service 
area. 


TransAlta appreciates the 
patience of customers during 
the restoration of electric ser- 
vice as well as the support and 
dedication of employees and 
their families, contractors and 
repair crews from other utili- 
ties through this difficult 

period. 


Employee recognition 
program inaugurated 
To promote the Corporation’s 


values, the first Employee 
Recognition Dinner was held in 


April 1986. Twenty outstand- 
ing employees were honoured 
at the dinner with awards for 
customer service, safety, com- 
pany esprit de corps, commu- 
nity service, productivity and 
innovation. Hosted by man- 
agement, the event was well 
received among the em- 
ployees, spouses and friends 
who attended, and is expected 
to become an annual event. 


Council helps employees 
improve productivity 


The Productivity Council was 
formed in 1981 to help improve 
the organization’s effectiveness 
by promoting productivity 
improvements. Comprised of 
employee representatives from 
all areas of operations, the 
Council reviews corporate 
productivity, suggesting im- 
provements, while supporting 
the underlying values of the 
Corporation. 


One of the Council’s most 
important responsibilities has 
been to monitor and communi- 
cate the effectiveness of the 
Action Recommended Program. 
This program encourages em- 
ployees to suggest ways to 
improve productivity and re- 
duce costs. Employees making 
recommendations that improve 
productivity receive five 
TransAlta common shares in 
recognition of the contribution. 
Since the program began in 
1982, more than 1,900 recom- 
mendations have been received, 
of which 327 have been imple- 
mented to date. In 1986, 157 
recommendations were imple- 
mented. 


Safety program a priority 


Concern for employees’ safety 
is a corporate priority. The 
high standards of safety that 
the Corporation has maintained 
were continued in 1986, with 
safety incentive programs at 
the plants especially producing 
favourable results. 


Almost 700 employees who 
drive regularly on the job 

have enrolled in the safe driver 
award program. Sixteen driv- 
ers have already qualified for 
the 300,000-kilometre accident- 
free award. Since the program’s 
inception in 1985, vehicle acci- 
dents have decreased almost 
15 percent: 


The accidental death of trans- 
mission lineman Wade Trembath 
in May 1986 served as an 
unfortunate reminder of the 
hazardous nature of the elec- 
tric utility industry and under- 
lined the importance of safety 
training and communications 
for employees and customers. 


Training and development 
programs improve 
employees’ effectiveness 


TransAlta emphasizes training 
for apprentices and upgrading 
for journeymen, as a means 

of improving productivity, cus- 
tomer service and safety. The 
Corporation’s apprentice line- 
men won provincial achieve- 
ment awards in every category 
for which they were eligible. 
To keep journeymen in the 
field up-to-date on techniques 
for operating and maintaining 
new equipment, upgrading ses- 
sions are conducted at the 
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Trades Training Centre in 

Red Deer. By the end of June 
1987, all of the Corporation’s 
journeymen power linemen will 
have completed the sessions. 


The “Customer Service Train- 
ing” program, which began in 
1985, is continuing. To date, 
145 employees have completed 
the program. The “Rates, Reg- 
ulation and TransAlta” pro- 
gram was launched in the fall 
of 1986. The objective of both 
programs is to train TransAlta’s 
employees to better under- 
stand the nature of the Corp- 
oration’s business and to pro- 
vide quality service to cust- 
omers. 


The Corporation continues to 
emphasize training for mana- 
gers, supervisors and work 
leaders. In the fall of 1986, a 
new management development 
program, called “Managing Peo- 
ple Effectively”, was launched. 


To prepare employees and their 
spouses for an active, secure 
and rewarding retirement, 
TransAlta introduced a pre- 
retirement planning program 

in 1986. Four seminars were 
held during the year, attended 
by a total of 58 employees and 
their spouses. 


New collective agreements 
signed 


The year marked the signing 
of the first three-year agreement 
between TransAlta and the 
International Brotherhood of 
Electrical Workers, one of 

the Corporation’s two certified 


bargaining agents. The agree- 
ment is effective until December 
31, 1988. 


A memorandum of agreement 
for a new two-year collective 
agreement between the Corp- 
oration and the TransAlta 
Employees’ Association was 
signed in December and ratified 
by the Association on January 
5, 1987. 


Staff level 


At December 31, 1986, the 
total number of full-time em- 
ployee positions for TransAlta 
Utilities and Farm Electric 
Services Ltd. was 2,527, com- 
pared to 2,496 in 1985. 


Fifteen employees were in- 
ducted into the Employees’ 25 
Year Club, which was estab- 
lished to recognize those with 
25 years or more of continuous 
employment with the Corpora- 
tion. Currently, 252 active 
employees are members of 
the Club. 


Productivity increases 
(kWh sold per man-hour worked) 
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Financial Review Gross revenue from opera- 


tions of TransAlta Utilities and 
its subsidiaries in 1986 was 
$915.5 million, compared to 
$836.0 million in 1985. Elec- 
tric energy sales were 18,597 
million kilowatt-hours, com- 
pared to 18,248 million kilowatt- 
hours the previous year. 


Operating deductions, consist- 
ing of operating expenses, 

fuel and purchased power, 
taxes, net charge from the 
Alberta Electric Energy Mar- 
keting Agency and deprecia- 
tion, amounted to $581.1 million 
in 1986, compared to $524.5 
million in 1985. 


Earnings applicable to common 
shares were $178.5 million in 
1986 compared to $191.9 mil- 
lion in 1985, both stated before 
unusual items. After unusual 
items the earnings applicable 
to common shares were $53.5 
million and $180.9 million 
respectively. The lower earn- 
ings, before unusual item in 
1986, arise largely from reduced 
equity income from investments 
in Canadian Utilities Limited 
and Canada Northwest Energy 
Limited. The income from 
Canadian Utilities is reduced 
for two reasons. First, the 
Corporation owns fewer shares 
as a result of the exercise of 
warrants. Second, as previously 
reported in the interim reports, 
the Corporation is recording 
only dividend income on this 
investment in 1986 because 
the carrying value of the Cana- 
dian Utilities’ shares has reached 
the price at which outstand- 
ing warrants may be exercised 
to purchase such shares. The 


Canada Northwest Energy 
investment income reduction 
is caused by the impact of 
lower petroleum prices in the 
industry. 


The unusual item in 1986 relates 
to the investment in Canada 
Northwest Energy by TransAlta 
Resources Corporation. The 
reduction in the carrying cost 
of the Corporation’s equity 
investment in Canada North- 
west Energy by $125 million 
was made to reflect the signifi- 
cant decline in petroleum prices 
which has adversely affected 
the petroleum industry. Trans- 
Alta remains confident that the 
longer term prospects for Can- 
ada Northwest Energy are 
positive. 


Refinancing lowers costs 


Lower interest rates allowed 
TransAlta to realize savings 
during the year by refinancing 
securities issued during peri- 
ods of higher interest rates. 


On January 6, 1986, the Cor- 
poration issued four million 
7.20% First Preferred Shares 
for approximately $100 million. 
The proceeds were used to 
redeem the 10%, 9.80%, 
934%, 839/4% and the $2.36 
series of Preferred Shares. 


All outstanding 12% First Pre- 
ferred Shares were redeemed 
on September 30 for approxi- 

mately $53 million. 


On August 9, 1986, $100 mil- 
lion 98% secured debentures, 
Series L, were issued. 


On January 15, 1987, the 
Corporation issued four million 


7.08% First Preferred Shares 
for approximately $100 million. 
The dividend rate is the lowest 
in more than ten years. 


The proceeds of these latter 
two issues provided long term 
financing for the 1986 capital 
expenditure program and for 
refunding purposes. 


Rates remain competitive 


A volatile market for oil and 
natural gas during the past 
year meant that TransAlta 
faced stiffer competition as a 
supplier of energy to Alberta’s 
industrial, commercial and resi- 
dential consumers; however, 
TransAlta’s electric rates con- 
tinue to be among the lowest 
in North America. Competitive 
rates enable the Corporation 
to maintain its level of service, 
and to attract industries to 
TransAlta’s service area, provid- 
ing employment and business 
opportunities for Alberta. 


Public Utilities Board 
finalizes rates 


Following a Phase II hearing in 
the spring of 1986, the Public 
Utilities Board finalized rate 
structures for TransAlta for 
1985 and 1986. 


In its decision dated August 
29, 1986, the Board approved 
as final all interim rates and 
riders, with the exception of 
the wholesale rate. An amended 
wholesale rate was outlined 
and approved as final. Pre- 
viously, the City of Calgary 
had been treated differently 
from other wholesale customers. 
The Board now requires all 


wholesale customers to be sub- 
ject to the same method of 
calculating peak demand. 


The interim rates, which had 
been approved by the Board 
in an earlier decision, were 
effective February 1, 1986. 
The rates, now final, reflect an 
average six per cent increase 
for the two year period, 1985 
and 1986. 


Alberta Electric Energy 
Marketing Act 


TransAlta, Alberta Power and 
Edmonton Power are subject 
to the provisions of the Elec- 
tric Energy Marketing Act, 
which resulted in the establish- 
ment of the Alberta Electric 
Energy Marketing Agency in 
1982. The Agency is intended 
to achieve provincial equaliza- 
tion of electric power genera- 
tion and transmission costs 
among the residential, gen- 
eral service and industrial con- 
sumer groups. 


Canadian Utilities Limited 
divestiture continues 


Under the divestiture agree- 
ment reached in 1984, Trans- 
Alta Utilities and Canadian 
Utilities Limited are commit- 
ted to divesting themselves of 
their interlocking equity posi- 
tions. Warrants to purchase 
TransAlta shares are exercis- 
able on or before November 1, 
1987, and warrants to pur- 
chase Canadian Utilities shares 
are exercisable on or before 
December 15, 1987. 


The divestiture of the TransAlta 
common shares held by Cana- 
dian Utilities continued in 1986 


through the exercise of war- 
rants to purchase such shares. 
To December 31, 1986, Cana- 
dian Utilities sold approximately 
ol per cent of the shares 
covered by warrants. Similarly 
the divestiture of the shares 
of Canadian Utilities held by 
TransAlta Resources contin- 
ues through the exercise of 
warrants, and to December 
31, 1986 approximately 45 per 
cent of the shares covered by 
warrants were sold. 


Regulation 


As an investor-owned utility, 
TransAlta’s operations are sub- 
ject to various provincial regu- 
latory bodies. 


The Public Utilities Board 
approves rates for electric ser- 
vice and financing. Customer 
rates are based on the annual 
revenue required to cover all 
costs of operating. Part of these 
costs is a return sufficient to 
meet the Corporation’s need 
for a fair return on capital. 


The Energy Resources Conser- 
vation Board (ERCB) approves 
construction of generating plants, 
transmission lines, coal mine 
developments and service area 
changes. Applications are filed 
and hearings are held before 
the ERCB months and often 
years before new facilities are 
required. Environmental and 
social impact assessments, and 
plans to minimize such impacts, 
are also presented. 


Origin of electric revenue 
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cossosses 


TransAlta Resources 


TransAlta Resources Corpora- 
tion, the principal subsidiary 

of TransAlta Utilities, continued 
to identify and develop attrac- 
tive business opportunities in 
keeping with the management 
and technical strengths of its 
parent company. 


In December 1986, an addi- 
tional $40 million of TransAlta 
Resources’ common share 
equity was purchased from trea- 
sury by TransAlta Utilities. 
The proceeds of this issue were 
used to reduce long term debt. 


TransAlta Resources’ assets 
include investments in Canada 
Northwest Energy Limited, 
Canadian Utilities Limited, 
AEC Power Ltd., TransAlta 
Energy Systems, Keyword 
Office Technologies Ltd., and 
ownership of combustion 
technology. 


Combustion technology 
acquired 


During 1986, TransAlta Re- 
sources acquired worldwide 
nights from Rockwell Interna- 
tional Corporation to combus- 
tion technology that promises 
to economically control emis- 
sions of nitrous oxides and 
sulphur dioxide from the com- 
bustion of coal and be used in 
high-efficiency power generation. 
TransAlta Resources will be 
directly involved in development, 
commercialization and market- 
ing of this new technology. 
Currently, TransAlta Re- 
sources is developing a com- 
mercial-scale test of the tech- 
nology. Once this technology 


is commercially proven it is 
expected to be marketable to 
utilities around the world, since 
it will then offer the ability to 
significantly reduce emissions 
that produce acid rain, at a 
substantially lower cost than 
conventional emission controls. 


Canada Northwest Energy 
Limited 

Canada Northwest Energy, 

an Alberta-based firm, has inter- 
ests in producing oil and gas 
reserves in Canada and in two 
of the largest oil fields in the 
Mediterranean Sea. The Casa- 
blanca oil field offshore Spain 
is producing, and the Vega oil 
field offshore Sicily is sched- 
uled to begin production in 
mid-1987. Canada Northwest 
Energy also holds oil and gas 
interests in 11 other coun- 
tries around the world. 


During the past year, petro- 
leum prices declined significantly, 
adversely affecting the petro- 
leum industry. As a conse- 
quence, and in accordance with 
the Canadian Institute of Char- 
tered Accountants guideline on 
full cost accounting in the oil 
and gas industry, Canada North- 
west Energy reduced the car- 
rying cost of its oil and gas 
properties. Similarly, TransAlta 
has provided for a reduction of 
the carrying cost of its equity 
investment in Canada North- 
west Energy of $125 million. 
As a consequence, the carry- 
ing cost of Canada Northwest 
Energy common shares is ap- 
proximately $8.40 per share. 
TransAlta remains confident 
that the longer term prospects 


for Canada Northwest Energy 
are positive. 


TransAlta Energy Systems 


TransAlta Energy Systems is 
developing business opportuni- 
ties in the field of energy 
management for business, 
institutions and industry. 
TransAlta Energy Systems mar- 
kets microprocessor-based 
energy management and build- 
ing control systems that are 
customized to control energy 
use and to provide security 
and fire detection. Sales in 
1986 of $8.3 million amounted 
to approximately three times 
those of 1985. 


Keyword expands product 
line 

TransAlta Resources owns 50 
per cent of the voting com- 
mon shares of Keyword Office 
Technologies Ltd., a Calgary 
firm. Keyword markets com- 
puter hardware and software 
that improves the compatibility 
of office computers by allow- 
ing editable document exchange 
between otherwise incompati- 
ble systems. 


In 1986, Keyword moved to 
cover the entire computer 
spectrum, from personal com- 
puters to mainframes, with the 
introduction of a range of hard- 
ware and software products. 
These products utilize the 
same technology as the Key- 
word 7000, the original docu- 
ment conversion package. By 
developing a full product line, 
the value of Keyword’s basic 
technology has been increased. 
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Management’s 
Responsibility 


In management’s opinion the 
financial statements have been 
properly prepared within rea- 
sonable limits of materiality and 
within the framework of account- 
ing policies summarized in the 
consolidated financial state- 
ments. Since a precise determi- 
nation of many assets and 
liabilities is dependent upon 
future events, the prepara- 
tion of periodic financial state- 
ments necessarily involves the 
use of estimates and approx- 
imations. These have been made 
using careful judgment and 
with all information available up 
to February 13, 1987. Man- 
agement is responsible for all 
information in the Annual 
Report and financial operating 
data in the report are consis- 
tent, where applicable, with 
the financial statements. 


To meet its responsibility for 
reliable and accurate financial 
statements, management has 
established systems of internal 
control which are designed to 
provide reasonable assurance 
that assets are safeguarded 
and that transactions are exe- 
cuted and recorded in accor- 
dance with management’s auth- 
orization. These systems are 
monitored by internal audi- 
tors who perform extensive 
tests and related procedures. 


The financial statements have 
been examined by Clarkson 
Gordon, independent Chartered 
Accountants. The external 
auditors’ responsibility is to 
express a professional opinion 


on the fairness of management’s 
financial statements. The 
Auditors’ Report outlines the 
scope of their examination 

and their opinion. 


In ensuring that management 
fills its responsibility for finan- 
cial reporting and internal con- 
trol, the Board of Directors is 
assisted by an Audit Commit- 
tee, whose members are non- 
management Directors. The 
Audit Committee meets with 
management, the internal audi- 
tors and the external auditors 
to satisfy itself that each group 
is properly discharging its re- 
sponsibilities and to review the 
financial statements. The inter- 
nal and external auditors have 
full and free access to the 
Audit Committee. 


Auditors’ Report 


To the Shareholders of TransAlta 
Utilities Corporation: 


We have examined the consoli- 
dated statement of financial 
position of TransAlta Utilities 
Corporation as at December 
31, 1986 and the consolidated 
statements of earnings and 
reinvested earnings and cash 
flows for the year then ended. 
Our examination was made in 
accordance with generally ac- 
cepted auditing standards, and 
accordingly included such tests 
and other procedures as we 
considered necessary in the 
circumstances. 


In our opinion, these consolidated 
financial statements present 
fairly the financial position of 
the Corporation as at December 
31, 1986 and the results of its 
operations and the changes in 
its financial position for the year 
then ended in accordance with 
generally accepted accounting 
principles applied, except for 
the change in accounting for 
investments in oil and gas 
properties as explained in Note 
1, on a basis consistent with 
that of the preceding year. 


CP Jhover, est br 


Chartered Accountants 


Calgary, Canada 
February 13, 1987 
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Year ended December 31 


Gross revenue from 
operations 


Operating deductions 


Operating income 


Allowance for funds used 
during construction 


Investment income 


Earnings before financing | 


charges 


Interest charges 


Preferred share dividend 
requirements 


Financing charges 
Net earnings applicable 
to common shares 


Reinvested earnings 


Earnings per share 


Electric cs a 
Other — ‘ 


Taxes on income 


Preferred equity 
Common equity 


Equity income 
Unusual item 


ray 


Fuel and purchased po rer 


TransAlta Utilities Corporation 


millions) 


Land, buildings, plant and equipment 
Less accumulated depreciation 


Cash and term deposits 
Accounts receivable 
Materials and supplies at average cost 


Common shares 
Contributed surplus 
Reinvested earnings 
Reciprocal shareholdings 


Common shareholders’ equity 
Preferred shares 


Preferred shares of a subsidiary 


Bank loan and short term notes 
Accounts payable and accrued liabilities 
Income and other taxes payable 
Dividends payable 

Current portion of long term debt 


Deferred income taxes 
_ Customer and other contributions 


On ehalf of the Board: 


Consolidated Statement of Financi 


al Position 


1986 


$4,179.2 
875.2 


3,304.0 
186.3 


26.3 
91.6 
42.6 


160.5 
49.3 
$3,700.1 


$ 750.3 
14.1 
518.7 
(13.3) 


1,269.8 
689.7 
992.3 
160.0 


3,111.8 


67.9 
110.1 
26.1 
50.9 
166.5 


421.5 


21.9 
144.9 


166.8 
$3,700.1 


1985 


$3, 966. 2 
T5h.2 


3,215.0 
325.0 


108.8 
37.0 


145.8 
49.8 
$3, 735.6 


$ 750.3 
13.8 
581.5 
(42.6) 


1,303.0 
741.8 
1,093.9 
160.0 


Sy Ae oth 


63.0 
st ee 
13.1 
90.3 
34.8 


211.3 


21.9 
132.1 


159.6 
$3, 735.6 


eo ZZ , Director Mi a0 , Director 
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AN TransAlta Utilities Corporation 


Consolidated Statement of Cash Flows 
(tabular dollar amounts in millions) 


Year ended December 31 1986 1985 
Cash from operations Net earnings applicable to common shares (after deducting 
$12.8 million of dividends required by a subsidiary for 
minority interests — $12.0 million in 1985) S853.) $ 180.9 
Operating items not using cash 231.4 tad. 
284.9 200.6 
Change in non-cash working capital balances 23.5 1.8 
Common share dividends (113.6) (106.3) 
194.8 151.1 
Cash applied to investments Additions to property 236.5 254.8 
Less allowance for equity funds used during construction 39.2 44,7 
197.3 210.1 
Canada Northwest Energy Limited 20.0 74.0 
Other 1.8 122 
Sale of investment by the exercise of warrants (63.3) (8.8) 
155.8 287.5 
Cash surplus (deficiency) before financing $ 39.0 $(136. 4) 
Financing activities Long term financing 
Long term debt Si31-2 $ 139.6 
Preferred shares 100.0 49,2 
Preferred shares of a subsidiary — 40.0 
Repayment of long term debt (99.4) (106.3) 
Redemption or purchase of preferred shares (151.8) (10.2) 
Other 2.4 (3.2) 
Net decrease (increase) in long term financing 17.6 (109.1) 


Short term financing 
Increase (decrease) in cash and term deposits net 
of bank loan and short term notes 21.4 (27.3) 


$ 39.0 $(136. 4) 


See accompanying summary of accounting policies and notes 


: AN tansatt Utilities Corporation 


_ Summary of Accounting Policies 


The consolidated financial statements have been prepared in accordance with accounting principles 


generally accepted in Canada. These principles conform in all material respects with International 
Accounting Standards. 


; The Corporation is engaged primarily in the production and sale of electric energy in the Province of 
% Alberta and its activities are classified as one segment for financial reporting purposes. 


The Corporation is regulated by the Energy Resources Conservation Board pursuant to the Hydro and 
Electric Energy Act (Alberta) and the Public Utilities Board pursuant to Part II of the Public Utilities 
Board Act (Alberta). The Corporation is also subject to the Provincial Water Power Regulations 


(Alberta). These Acts and Regulations cover such matters as rates, construction, operations and 
accounting. 


The consolidated financial statements include the accounts of the Corporation and all its subsidiaries of 
which TransAlta Resources Corporation, TransAlta Fly Ash Ltd., Kanelk Transmission Company 
Limited and Farm Electric Services Ltd. are active. 


TransAlta Resources Corporation holds investments and has certain non-utility operations. TransAlta 
Fly Ash Ltd. processes and sells fly ash gathered at the Corporation’s coal-fired generating plants. 

_ Kanelk Transmission Company Limited owns facilities interconnecting the Corporation’s transmission 
system between the Crowsnest Pass region and the Kananaskis River valley and in doing so passes 
through a portion of British Columbia. Farm Electric Services Ltd. is a non-profit entity which 
organizes, constructs, operates and maintains, at cost, electric distribution systems owned by rural 
electrification co-operative associations. 


The Corporation’s major investments are in AEC Power Ltd., Canada Northwest Energy Limited, and 
Canadian Utilities Limited and are held by TransAlta Resources Corporation. The investments in AEC 
Power Ltd. and Canada Northwest Energy Limited are accounted for by the equity method. The 
investment in Canadian Utilities Limited has been accounted for by the cost method from December 
1985, at which time the carrying value of the investment reached its net realizable value. 


The Corporation, through its equity investment in Canada Northwest Energy Limited, has an 
investment in oil and gas properties and follows the full cost method of accounting in accordance with 
the guideline issued by the Canadian Institute of Chartered Accountants. Under this method of 
accounting, all costs associated with oil and gas properties, whether productive or unproductive, are 
capitalized in cost centres on a country by country basis which, for the Corporation, are principally 
Canada, the United States, Spain and Italy. The carrying cost of oil and gas properties in producing 
cost centres is limited to an estimated recoverable amount. The estimated recoverable amount is the 
aggregate of future net revenues from proved reserves and the lower of cost and net realizable value 
of undeveloped properties, less future general and administrative costs, financing costs and income 
taxes. Future net revenues are determined using year end prices and operating costs without 
escalation or discounting. Oil and gas properties in preproduction stage cost centres are carried at the 
lower of cost and net realizable value. 


Unamortized financing costs amounting to $42.7 million at December 31, 1986 ($41.7 million in 1985) 
are included in other assets and are amortized as follows: 


Debt issues — over the lesser of the remaining original life or the estimated average life of the issue. 
Equity issues — over the estimated average life of the issue. 


Gains or losses realized on the purchase of Corporation debt for sinking fund purposes are amortized 
over the remaining life of the issue. These policies are in accordance with the method of determining 


the Corporation’s cost of capital for regulatory purposes. 


Long term debt payable in foreign currency is translated at the current exchange rate. The resulting 
adjustment is amortized over the remaining life of the debt in accordance with the method used in 
determining the Corporation’s cost of capital for regulatory purposes. 

Foreign exchange losses of $0.8 million were amortized in 1986 (gains of fifteen thousand dollars in 
1985) and at December 31, 1986 unamortized foreign exchange losses of $11.7 million ($13.1 million 
in 1985) were deferred and included in other assets as part of financing costs. 
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Taxes on income 


Customer contributions 


1. Change in accounting 
policy 


2. Property account 


AN TransAlta Utilities Corporation 


The Corporation follows the tax allocation method for recording taxes on income. 


Under the Public Utilities Income Tax Transfer Act (Canada) and enabling legislation passed by the 
Province of Alberta, 95% of the federal and 100% of the provincial income taxes paid by the 
Corporation attributable to its electric utility operations are rebated to its customers. 


For 1981 and 1982 the Corporation reduced its federal income tax provision and payments by one half 
by claiming deductions greater than the amounts charged in the accounts. This federal tax reduction of 
$58.8 million has not been recorded in the accounts since there is reasonable expectation that when 
such taxes are payable they will be recoverable in customer rates at that time. Prior to 1973 deferred 
income taxes were recorded and included in customer rates. 


Customer contributions for new service connections amounting to $141.5 million at December 31, 1986 
($128.5 million in 1985) are credited to deferred revenue and amortized over the expected terms of the 
revenue deficiencies. The composite rate of amortization is approximately 3% per annum. 


Notes to Consolidated Financial Statements 


(tabular dollar amounts in millions) 


With respect to its equity investment in Canada Northwest Energy Limited, the Corporation 
has prospectively adopted the recommendations of the guideline issued by the Canadian 
Institute of Chartered Accountants for corporations following the full cost method of 
accounting. Consequently, the Corporation is required to use a separate cost centre for this 
equity investment in oil and gas properties in each of Canada and the United States instead of 
the North American cost centre previously employed. In addition, the ceiling limit applied to 
the carrying cost of investments in oil and gas properties was previously determined by 
estimating the present value of future net revenues from proved reserves rather than the 
cost recovery method. 


If the Corporation had followed its previous method of accounting for equity investments in 
oil and gas properties, the net earnings applicable to common shares for the year would have 
been $76.7 million ($1.16 per share). 


The land, buildings, plant and equipment are carried at cost. The Corporation provides for 
depreciation on a straight line basis using various rates as set by the Public Utilities Board 
based on depreciation studies prepared by the Corporation which result in an overall 
composite rate for 1986 of 3.79% (3.78% in 1985). 


December 31 1986 1985 
Depreciation rates 

Hydro production 2.42% $ 209.7 $ 192.5 
Thermal production including 

coal mines 2.51% - 6.30% 1,783.4 1,533.3 
Environmental control 2.72% 347.0 290.7 
Transmission lines, substations 

and distribution systems 4.25% - 5.67% 1,286.0 1,072.6 
Other various 243.0 222.9 
Property under construction 310.1 654.2 

4,179.2 3,966.2 

Less accumulated depreciation 875.2 7512 


$3,304.0 $3,215.0 


The Corporation capitalizes an allowance for funds used during construction at its cost of 
capital related to construction. The rate is presently 12.78% (12.74% in 1985) as determined 
by the Public Utilities Board. 


December 31 oO 1986 1985 


AEC Power Ltd. $ 12.2 $ 10.4 
_ Canada Northwest Energy Limited 98.8 205.3 
Canadian Utilities Limited 75.3 109.3 


$186.3 $325.0 


j a AEC Power Ltd. 


AEC Power Ltd. owns and operates the utilities plant which supplies electric energy and 
_ Steam on a cost of service basis to the Syncrude Project for production of synthetic crude oil 
_ from the Alberta oil sands. The investment consists of 50% of the voting common shares 

_ which represents one third of the outstanding shares. 


() Canada Northwest Energy Limited 


Canada Northwest Energy Limited is a natural resource exploration and production company 
_ with Canadian and international interests. The investment represents an interest of 

_ approximately 35% consisting of 6,687,160 common shares, $18.2 million principal amount 

_ 8% convertible debentures, $8.0 million stated value 6%2% convertible preferred shares and 
$20.0 million stated value 734% convertible preferred shares. 


_ Due to the significant decline in petroleum prices in 1986 and the application of the full cost 

accounting guideline issued by the Canadian Institute of Chartered Accountants, the Corporation 
_ reduced the carrying cost of its investment in Canada Northwest Energy Limited by $125.0 
‘million, which is reflected as an unusual item. 


(11) Canadian Utilities Limited 

_ Canadian Utilities Limited, through operating subsidiaries, is mainly engaged in the generation, 
transmission, distribution and sale of electric energy, primarily in east-central and northern 
ee and in the production, purchase, transmission, distribution and sale of natural gas 

_ throughout Alberta. The investment represents an interest of approximately 11%, which 
consists of 5% of the outstanding Class A non-voting shares and 18% of the outstanding 

__ Class B voting common shares. 


_ The Corporation indirectly owns approximately 1% of its own common shares as Canadian 

- Utilities Limited owns approximately 9% of the common shares of the Corporation. Accordingly, 
the investment in Canadian Utilities Limited is reduced by $13.3 million, which is the 
-Corporation’s pro rata interest in the cost of the Corporation’s shares to Canadian Utilities 
Limited ($42.6 million in 1985). Pace 


The Corporation and Canadian Utilities Limited have agreed to use their best business efforts 
0 divest themselves of their reciprocal shareholdings. Warrants to purchase all the 

Canadian Utilities Limited shares held are outstanding. These warrants are exercisable on or 

before December 15, 1987. Canadian Utilities Limited also has warrants outstanding which 

carry the right to purchase on or before November 1, 1987 all of the common shares of the 

Corporation held by Canadian Utilities Limited. 

iv) Keyword Office Technologies Ltd. 

Keyword Office Technologies Ltd., in which the Corporation owns 50% of the voting _ 

common shares, produces and markets, worldwide, hardware and software products which 

allow the exchange of editable documents between otherwise incompatible computer systems. 

ng 1986 the Corporation participated with Keyword in the development and marketing 

rtain of its products. The Corporation incurred costs of $7.8 million before tax in this 

being approximately $4.0 million after tax, which are recorded as operating 

ses. During 1985 the Corporation made cash advances of $12.2 million to Keyword 

December 31, 1985, reduced the carrying cost of these advances and its investment 

rd to a nominal amount, resulting in an unusual charge to 1985 earnings of $11.0 

net of income taxes of $3.4 million. 
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4. Capitalization 


AN TransAlta Utilities Corporation 


(.) Share capital 


The authorized share capital consists of an unlimited number of Class A Common Shares, 
Class B Common Shares, First Preferred Shares and Second Preferred Shares, all without 
nominal or par value. 


The Class A and Class B Common Shares are interconvertible on a share-for-share basis at 
any time and carry one vote per share. 


Under the terms of a share option plan, the Corporation is authorized to grant certain key 
employees options to purchase up to an aggregate of 1,000,000 Class A Common Shares at 
prices based on the market price of the shares as determined on the date of the grant. At 
December 31, 1986, options to purchase 128,000 shares were outstanding, which are 
exercisable until 1996 at prices ranging from $26.75 to $28.00 per share. 


The preferred shares, which are issuable in series, are cumulative and redeemable at 
designated dates at the option of the Corporation at their subscription price together with a 
premium not in excess of the annual dividend. Certain series are retractable at the option of 
the holder on designated dates at their subscription price plus any accrued and unpaid 
dividends. Certain series have annual purchase funds which are non-cumulative but require 
the Corporation to make all reasonable efforts to purchase for cancellation in the open 
market preferred shares at a price not exceeding their subscription price plus any accrued 
and unpaid dividends and costs of purchase. During 1986 the Corporation issued 4,000,000 
first preferred shares for a cash consideration of $100.0 million. 


(11) Common shares 


December 31 1986 1985 1986 1985 
shares amount 
Issued and outstanding: 
Class A Common Shares 67,055,906 66,936,610 $743.9 $742.6 
Class B Common Shares 574,025 693,321 6.4 12% 


67,629,931 67,629,931 $750.3 $750.3 


Issued during the year: 
On conversion of Second 


Preferred Shares —_ 217,402 $ -== $2 40 

As stock dividends on Class B 
Common Shares —_ 62,305 — 1.6 
— 219,707. $ = — A Re 


(iii) Preferred shares 


paeeer 3) 1986 1985 


t 4% to 7% to 12% to 
Be 5.4% a Vs% 
Issued and outstanding: mo tae 
ag Bt Preferred Shares 
Purchase fund -$ — $485.3 $200.0 685.3 667.9 
Sinking fund ra oe a : vi : 41.6 
a Other 3.9 — oe 3.9 4,2 
___ Second Preferred Shares : 
_____ Purchase fund stig 0.5 — 0.5 28.1 
og $ 3.9 $485.8 $200.0 $689.7 $741.8 
Number of shares 23,259,455 23,075, 782 
a8 Number of votes 6,546, 141 7,877,544 
Changes during the year: 
hed Issued for cash $ — $100.0 os $100.0 $ 49.2 
a: Cancelled through 
Redemption ae (97.1) (50.0) (147.1) — 
Purchase fund — (4.6) sea (4.6) (5.1) 
Sinking fund eats — ae — (5.5) 
i Other (0.4) — — (0.4) (0.5) 
_ Converted into 
__ common shares — — — —_— (4.1) 
oe $(0.4) $ (1.7)  $(50.0) $ (52.1) $ 34.0 
Number of shares 183,673 1,638, 720 
ras! Number of votes (1,331,403) 351,701 
Retraction privileges: 
. be hg a $125.0 $125.0 
| | — 75.0 75.0 
992 to 1996 — 343.6 — 343.6 
retraction 3.9 142.2 — 146.1 
. $3.9 $485.8 $200.0 $689.7 


On January 15, 1987, the Corporation issued 7.08% purchase fund first preferred shares for a 
__ cash consideration of $100.0 million. 3 

__ An annual purchase fund for up to $17.4 million, $14.4 million, $12.9 million, $12.9 million 
and $12.9 million of stated capital may be required in 1987 to 1991 respectively. Any such 


excess of the subscription price of the preferred shares cancelled over their purchase 
ost amounted to $0.3 million in 1986 ($0.9 million in 1985) and is included in contributed 
rplus. | 
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4. Capitalization 
(continued) 


AN TransAlta Utilities Corporation 


(wv) Long term debt 


December 31 1986 1985 
6% to 10%% to 14%2% to 
95% 13%4% 17%% 
First mortgage bonds $ 70.0 $100.0 $185.0 $ 355.0 $ 355.0 
Foreign debt 57.6 — —_ 57.6 65.2 
Debentures 136.5 324.8 131.0 592.3 508.5 
Notes payable —_ 40.0 — 40.0 38.0 
Capital leases 83.8 _— — 83.8 86.8 
Subsidiary loan — — — — 39.7 
Other 30st — — S0nk Sor 
378.0 464.8 316.0 1,158.8 1128.4 
Current portion 1532 8.3 143.0 166.5 34.8 


$362.8 $456.5 $173.0 $$ 992.3  $1,093.9 


The following principal amounts and sinking fund requirements are due: 


In 1988 $ 24.2 $ 43.2 $§ 78.0 § 145.4 
In 1989 17.6 13.4 53.0 84.0 
In 1990 25:3 16.6 3:0 44.9 
In 1991 10.2 ie) 3.0 30.5 
1992 to 1996 222.9 201.7 15.0 489.6 
After 1996 62.6 114.3 21.0 197-9 


$362.8 $456.5 $173.0 $$ 992.3 


The first mortgage bonds are secured by a first charge on certain of the Corporation’s land, 
buildings, plant and equipment and by a first floating charge on all other assets situated in the 
Province of Alberta. The Trust Deed provides for a sinking fund for the retirement of first 
mortgage bonds, payable on September 1 of each year of 1% of the principal amount of all 
first mortgage bonds outstanding. All foreign debt of the Corporation is shown separately 
stated in equivalent Canadian dollars. This debt consists of first mortgage bonds payable in 
United States dollars ($2.5 million per year over the next 16 years) and in British pounds 
(£1.2 million in 1987). 


The debentures are secured by a floating charge on the property and assets of the 
Corporation subject to the first specific charge and the first floating charge securing the first 
mortgage bonds. 


The notes payable are unsecured, have no authorized limit, bear interest determined at June 
30 and December 31 of each year at the greater of the five year bank term deposit rate or 
the prevailing bank prime interest rate and mature December 31 in each year. These 
amounts are payable to rural electrification co-operative associations through their agent 
Farm Electric Services Ltd. and represent a portion of funds contributed by members of 
these associations which have been invested with the approval of the Alberta Director of 
Co-operative Activities. 

The Corporation leases, with options to purchase, draglines costing $92.2 million ($92.2 
million in 1985). The cost of this equipment is included in the property account and classified 
as thermal production. The related liability is included in long term debt to reflect the 
effective acquisition and financing of the equipment. Accumulated amortization amounted to 
$14.2 million at December 31, 1986 ($10.4 million in 1985). The future minimum payments 
under the capitalized leases are $9.8 million per year for the next five years and $95.5 million 
in later years. The imputed interest included in these future minimum rentals is $60.9 
million at December 31, 1986 ($67.0 million in 1985). 


The subsidiary has available a credit facility of $100.0 million which, if drawn upon, bears 
interest at current lending rates and is convertibie into term debt upon thirty days notice 
by either party. At December 31, 1986, no portion of the facility had been utilized ($39.7 
million in 1985). 


, Two series of cumulative redeemable first preferred shares of TransAlta Resources Corporation 
are issued and outstanding. The first series consists of 4,400,000 shares ($110.0 million). 
These shares carry a dividend rate of 8% per annum. After December 31, 1987, the 
dividend rate may be adjusted at six month intervals. The second series of 2,000,000 shares 
($50.0 million) carries a quarterly floating dividend rate which is the greater of 8% per annum 
we : and a formula rate which is determined by applying /% of 70% of an average prime interest 
____ fate. The 8% minimum applies for the period up to and including the dividend payable on 

__ January 1, 1988. The dividend paid January 1, 1987 was 8% per annum. On February 1, 
____ 1988 or on any August 1 or February 1 thereafter, the shares of the first series are 
____ retractable and redeemable. The shares of the second series are retractable on February 1, 
1988 and redeemable on or after that date. Shares of each series are retractable and 
redeemable at $25 per share plus any accrued and unpaid dividends. 


The interim rates which were effective February 1, 1986 were given final approval on August 
29, 1986 by the Public Utilities Board. 


__ Pursuant to the Electric Energy Marketing Act (Alberta), the Alberta Electric Energy 

___ Marketing Agency purchases electric energy generated by the Corporation, Alberta Power 

__ Limited and Edmonton Power. The price is fixed by the Public Utilities Board. The Agency 
immediately resells the electric energy to the utility from which it was purchased at the 

__ average price of all electric energy purchased. The price fixed by the Board for electric 

_ energy for the Corporation is currently below the average price established by the Agency, 

__ which gives rise to a net charge from the Agency to the Corporation. During the phase-in 

__ period of the Agency’s operation, which started in 1982, the Province of Alberta has provided 
____ Shielding for the Corporation’s customers from net charges arising out of the averaging process. 


Net earnings in 1986 were $124.7 million ($255.2 million in 1985) after deducting taxes on 
__ income. Taxes on income vary from the amount that would be determined by applying the 
combined statutory Canadian federal and Alberta provincial income tax rates to pre-tax 
earnings. The following is a reconciliation of the combined statutory rates to the effective 

ome tax rate: 


a 1986 1985 
a 
Statutory income tax rates 48.8% 47.9% 
= 
Adjustments — 
— @ Equity income (2.2) (3.1) 
ag (i) Unusual item , 19.2 12 
Gii) | Equity funds used during construction net of 
applicable depreciation adjustment (4.2) (3.8) 
(iv) ~Coal mining allowances (2.6) (1.9) 
f(y) Other 22, 0.9 
Effective income tax rate 61.2% 41.2% 


Corporation has a retirement pension fund covering substantially all employees. Based 
the latest actuarial advice no unfunded liability exists. 


the normal course of its business the Corporation enters into numerous transactions with 
gnadian Utilities Limited and its subsidiaries at prices and terms which are substantially 

yect to regulation by the Public Utilities Board. The amounts involved in these 

ions are not material. oi 

oration entered into agreements with Alberta Power Limited (a subsidiary of 
Utilities Limited) for the construction, joint ownership and operation of Units 1 
the generating plant near Sheerness, Alberta. Unit 1 was commissioned on 

y 1, 1986 and Unit 2 is presently scheduled for commissioning in 1990. Each of these 
yve an estimated net generating capacity of 366,000 kilowatts. The Corporation's 

he cost of Unit 2 is approximately $299.3 million of which approximately $132.8 


been incurred to December 31, 1986. 


———— 
= 
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AN TransAlta Utilities Corporation 


Ten Year Summary 


Financial Record (in millions of dollars except where otherwise noted) 


Statement of earnings 


Common shareholders’ 
investment 


Common share information 
(dollars per share) 


Interest coverage (times 
earned before income tax) 


Assets and property 


Rate base 


Capitalization (year end) 


Statistical Record 


Electric energy sales 
(millions of kWh) 


Generating capability 
(nominal net MW) 


Sources of primary energy 
(millions of kWh) 


Customers 


Electric revenue 

Other revenue 

Operating deductions 

Allowance for funds used during construction 
Investment income 

Interest charges 

Preferred share dividend requirements 


Earnings applicable to common shares 
before extraordinary items 
Extraordinary items 


Net earnings applicable to common shares 


Average common shareholders’ investment (weighted) 
Return (before unusual items) on weighted average 
common shareholders’ investment (%) 


Book value (year end) 
Earnings before unusual items 
Dividends declared 


First mortgage bonds 
All fixed charges 


Total assets (year end) 

Property account 

Electric utility property in service (year end) 
Additions to property 


Electric utility rate base 

Allowed return on common equity invested in 
utility rate base (%) 

Recorded cost of capital (%) 


Common shareholders’ equity 
Preferred shares 

Long term debt 

Preferred shares of a subsidiary 


Residential, general service and small industry 
Industrial 

Cities and towns under wholesale contracts 
Farms 


Hydro 
Thermal 


Hydro 
Thermal — Gas 
— Coal 
Net purchases and exchanges 


Served directly 
Served indirectly through wholesale contracts 


* Net of unusual items of $125.0 million and $11.0 million in 1986 and 1985 respectively. 


** Before extraordinary item. 


(110.2)* 
(148.1) 
(84.0) 


53.5 


53.5 
1,283.0 


13.9 


18.97 
2.71 
1.72 


11.31 
4.04 


3,700.1 
3,304.0 
2,993.4 

236.5 


2,830.5 


14. 750e5 
12.1 


23,813 
(5,304) 


20,300 


287,758 
296,674 


*** 14.58% after giving effect to the lower return on common equity for the Sheerness Unit 1 portion of rate base of 11.15%. 


180.9 


3,298.7 


2,802 
7,994 
6,453 

999 


18,248 
800 
3,310 
4,110 


1,385 
23,181 
(4,610) 
19,956 


283, 254 
292,538 


1981 1980 1979 1978 1977 
- ; ne { 309.0 263.6 210.0 
2.9 2.4 C7, 
(302.1) (238.8) (227.0) (199.5) (169.5) (134.5) 
35.4 20.9 17.5 ilypa 15.9 
7 22.4 8.9 1.9 1.6 V3 
eee (110.5) (78.4) (60.9) (44.1) (41.2) (37.4) 
63.5) (37.1) (27.1) (23.0) (19.1) (16.0) 
134.8 106.2 74.2 , 64.7 54.9 41.0 
(83.4) py a vie a ase 
101.4 106.2 74.2 64.7 54.9 41.0 
677.0 534.0 426.0 359.0 267.0 
17.3** 15.7 13.9 15.2 15.3 15.4 
14.93 13.40 11.88 10.91 9.77 
2.22 1.76 1.73 1.58 1.43 
1.04 0.94 0.83 0.77 0.68 
11.98 13.68 11.33 9.90 10.34 
3.35 B97 4.38 4.11 3.52 
2,370.0 1,939.5 1,470.5 1,325.8 1728 
1,935.7 1,590.1 1,372.6 1,209.9 1,065.5 
1,456.7 1,379.3 1,131.3 1,068.1 848.9 
406.6 270.7 209.1 185.3 198.6 
1,558.2 1,454.8 1,207.9 1,061.2 886.6 722.9 
| 17.0 15.5 14.5 14.5 14.5 14.5 
12.3 ala 10.9 10.6 9.9 9.6 
804.4 787.5 606.0 450.5 403.5 311.8 
664.1 476.4 442.3 295.2 250.6 214.2 
909.3 582.7 489.7 484.8 474.9 458.3 
me 2.0 es oa a aay 
TiS 1,848.6 1,538.0 1,230.5 1,129.0 984.3 
2,332 2,148 1,952 1,767 1,545 
4,901 4,539 4,165 3,637 3,313 
5,536 5,087 4,658 4,302 3,972 
803 774 762 699 641 
13,572 12,548 11,537 10,405 9,471 
800 800 800 800 800 
2,556 2,556 2,197 2,197 1,845 
3,356 3,356 2,997 2,997 2,645 
2,027 1,692 1,408 1,824 1,518 
3 mo 17. 5 9 
14,276 13,729 12,627 10,240 9,833 
(1,332) (1,435) (1,204) (502) (701) 
14,974 13,986 12,848 11,567 10,659 
264,497 253,333 241,615 227,947 212,709 
274,255 271,134 257,365 226, 289 215,589 


i pr ding additional financial information on the Corporation over a ten year period, including 
ects of changing prices, is available on request from: The Treasurer, TransAlta Utilities 
2P 2M1. Telephone (403) 267-7253. 
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Corporate 
Information 
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R. G. BLACK, Q.C.** 
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Calgary, Alberta 

aS, DOBSON* { ** 
Chairman 
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Calgary, Alberta 


D. D. DUNCAN, Q.C. 


Partner, Duncan Craig Cooke Shanding 


Winterburn, Alberta 


J. T. FERGUSON* 
President and 

Chief Executive Officer 
Princeton Developments Ltd. 
Edmonton, Alberta 


D. J. GORDON** 
Corporate Consultant 
Willowdale, Ontario 


A. W. HOWARD* ** 
Corporate Consultant 
Calgary, Alberta 


L. D. HYNDMAN, Q.C. 
Partner, Field & Field 
Edmonton, Alberta 
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Calgary, Alberta 
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President and 

Chief Executive Officer 
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Limited 

Calgary, Alberta 


W. J. McCARTHY 
Senior Vice-President 
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Chairman of the Board 
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Limited 
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Calgary, Alberta 
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Corporate 
Information 


Head Office 
110 - 12 Avenue South West 
Calgary, Alberta 


Postal Address 
Box 1900 

Calgary, Alberta 
T2P 2M1 


Auditors 

Clarkson Gordon 
Chartered Accountants 
Calgary 


Transfer Agents and 
Registrars 


For First Preferred Shares: 
CENTRAL TRUST COMPANY 
Vancouver, Calgary, Edmonton, 
Winnipeg, Toronto, Montreal, 
Montreal Trust Company, 

Regina, as Agent of Central 

Trust Company 


For Second Preferred and 
Common Shares: 
MONTREAL TRUST 

COMPANY 

Vancouver, Calgary, Edmonton, 
Regina, Winnipeg, Toronto, Montreal 


Trustees and Registrars 


For First Mortgage Bonds: 
MONTREAL TRUST 

COMPANY 

Vancouver, Calgary, Toronto, Montreal 


For Debenture Issues: 
THE ROYAL TRUST 
COMPANY 

Vancouver, Calgary, Toronto, 
Montreal 


For Dividend Reinvestment 
and Share Purchase Plan: 
MONTREAL TRUST 

COMPANY 

Calgary 


Ticker Symbol: TAU 
Listed on the Alberta, Montreal 
and Toronto stock exchanges. 


Valuation Day Value: 

The Valuation Day Value as listed in 
Schedule VII of the Income Tax Act for 
common shares owned on December 
31, 1971 (adjusted for the 3 for 1 stock 
split in 1980) is $9.08 per share. 
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TransAlta’s Service 
Area Northwest Territories 


In 1986, TransAlta supplied 
approximately 81 per cent of 
the electric energy consumed 
by utility customers in Alberta. 
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